Roth 401(k) and Tips

2006 Tax Exempt and Government
Ta‘)(‘ Entities

= Employee Plans

2006 IRS Nationwide Tax
o, Forum

Partnersin
Tax Administration



What is a Roth 401(k)?

« EGTRRA — It's not another SUV

IRS Nationwide —Sunrise (1/1/2006) and Sunset
2006 (12/31/2010)?!

!%)grw * Contributions (After-tax)
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pir —Separate Accounting Required
 Distributions (Tax-free)
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Traditional vs. Roth 401 (k)

IRS Nationwide  Traditional 401 (k)
2006 —Deferrals: Pre-tax

Tax
URUIV] —Distributions: Taxable
i« Roth 401 (k)

| "(,,), o —Deferrals: After-tax

—Distributions: Tax-free Eﬂ



Roth IRA vs. Roth 401(k)

wnvame | © NO Income Limitations w/ Roth 401 (k)
2006 . Higher Contribution Limits w/ Roth

Tﬂ* L 401K
EUR | —Roth IRA — $4K (2006, under age 50)
e Adhierarion —Roth 401(k) - $15K (2006, under age 50)

lf«s»)* * No Conversions Allowed
~  « Distributions
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Who's Considering a Roth
401(k)?

(Pay Now or Pay Later?)
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IRS Nationwide Q

2006 . | ‘@
Tax Young Employees - Maybe

* High-Income Employees - Possibly

s~ © LOW-INnCOme Employees - Perhaps

* | see a lower or a higher tax bracket in
your future

* But | don't want the money - yet
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Steps to Add a Roth Feature
* \What Steps Do | Take?

%0)(06 —Amend the Plan Document
CORUM —Tell the Employees
S —Plan Administration




Show Me the Money!

* The 5-Year, Not the 5-Second Rule
* Hardship Distributions

» Return of Excess Contributions

* Required Minimum Distributions




Rollover and Fetch

- * Direct Rollovers - Don’t Mix and
2006 Match
]'a\)(\ ~ ¢ Indirect Rollovers - Caution Ahead
U . Roth to Roth - A One-Way Street

Partnersin
Tax Administration

' ' ‘("’)v‘ YTy




Traditional 401(k) Tips
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» Correction Programs

— * A Little Help Please: More
."")?"“*Fi‘“ Resources @ www.irs.gov/ep



SEP and SIMPLE IRA Tips

IRS Nationwide

2006

Tax ~ * EP Compliance Trends and Tips
FUNUL ‘ —Special Limited Relief for

o Admivistatn SIMPLE IRA Non-Amenders

» Correction Programs

* A Little Help Please: More
Resources @ www.irs.gov/ep
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Retirement Plan Assistance

®

* WWW.Irs.gov/ep
—Includes Roth 401(k) FAQs

* (877) 829-5500:
Customer Account Services

* RetirementPlanQuestions@irs.gov
 Newsletters



http://www.irs.gov/ep
http://www.irs.gov/ep
mailto:RetirementPlanQuestions@irs.gov
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Roth 401(k) and Tips

Comparison of Roth 401(k]), Roth IRA, and Traditional 401 (k) Retirement Accounts

Characteristic

Contributions

Maxiniun
Elective
Contribution

Taxation of
wWithdrawals

Required
Distributions

Dresignated Roth
401(k]) Account

Traditional, Pre-Tax
401(k) Account
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